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March 23, 2004 
 
Dear Airport Sponsor: 
 
The United States Department of Transportation (DOT) established a Disadvantaged 
Business Enterprise (DBE) program for minorities in the early 1980s.  The program was 
designed to remedy the effects of past discrimination against small businesses.  These 
small businesses were owned by socially and economically disadvantaged individuals.  
The program was also designed to foster equal opportunity in transportation contracting. 
 
The Federal Aviation Administration (FAA) has stewardship of the DBE program as 
applied to the nation’s public-use airports.  Specifically, Title 49 CFR Part 26 as applied 
to airport construction projects and Title 49 CFR Part 23 as applied to airport concession 
programs.  I want to emphasize the FAA’s continuing commitment to these two programs 
and request your support to ensure these programs continue to foster equal opportunity for 
the disadvantaged business community. 
 
Recently, the DOT’s Office of Inspector General conducted a number of investigations 
and has issued findings alleging abuses of the DBE programs at some public-use airports.  
These abuses include: 
 

• inconsistency in DBE certification procedures; 
• participation by individuals; 
• not meeting eligibility requirements, inadequate oversight; and, 
• program mismanagement, and some cases of DBE fraud. 

 
The FAA has decided to redouble its efforts to reduce significantly any abuses found in 
the DBE program.  We seek your support to take a fresh hard look at your own DBE 
program to ensure it is free of the problems and abuses mentioned above and continues to 
foster equal opportunity in the disadvantaged business community.  
 
I know I can count on you to take a critical look at your DBE program to ensure its 
continued integrity in serving the disadvantaged business community. 
 
Sincerely, 

 
 

Woodie Woodward 
Associate Administrator 
  for Airports 
 
Enclosure 



Summary of Key Findings by the 
DOT Office of Inspector General (OIG) Audit of the 

New Orleans Levee District1 

 

 

• DBE Owners Exceeded Personal Net Worth Limit 
 
The OIG found DBE owners who exceeded the personal net worth limit of $750,000 
prescribed in the DOT DBE regulations, 49 CFR Part 26.  One DBE owner was a multi-
millionaire and one of the largest contractors in the Southeastern U.S.  This DBE owner 
has been since decertified. 
 
• Business Controlled by Non-Minorities 
 
Multiple DBE businesses were found that were controlled by individuals ineligible for 
DBE status. 
 
• Illegal DBE Fronts 
 
Three suspected DBE fronts were identified.  The term ”front” refers to a DBE which 
does not perform work to fulfill DBE participation requirements under prime contracts.  
Instead, a prime or subcontractor pays the DBE a relatively small amount for use of their 
DBE status to falsely represent that the DBE is performing the specified work.  The 
prime contractor, or another non-DBE contractor, then actually performs the work and 
receives the bulk of the payments.  Typically, payments are funneled through the DBE’s 
bank account to make it appear that the DBE in fact perform the required work. 
 
• Annual Affidavits not Submitted; Required for Continued Participation 
 
The agencies did not enforce the DOT DBE regulations requiring DBE owners to submit 
annual affidavits certifying there have been no changes in circumstances affecting the 
DBE’s certification to meet program qualification criteria, including the personal net 
worth limit.  The affidavits are required for the purpose of determining continued 
program eligibility.  Thirty percent of the Airport DBE certification files did not contain 
the required affidavits.  The regulations provide for decertification of persons failing to 
submit required annual affidavits. 
 
Agencies have since instituted an automated tracking process that includes generating 
notification letters to participating DBE owners 30 days in advance of their affidavit 
filing deadline. 
 
• Political Patronage 
 
More than 60 percent of the DBE’s interviewed expressed a belief that political patronage 
affected the awarding of DBE contracts. 
 
__________________ 
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Some DBE business owners expressed frustration over what they characterized as 
constant solicitation to contribute to local political campaigns.  They advised that they 
made political contributions they could not afford because they were afraid they would be 
labeled as “not on the team” if they failed to contribute. 
 
• Questioned Spending on Airport DBE Consultant 
 
The Airport expended more than 80 percent of its DBE program administration budget, 
or $640,000 annually, for a private DBE consultant.  This consultant billed the Airports 
professional rates ranging from $65 to $125 per hour for many tasks that could readily 
have been accomplished by non-professionals at lower cost.  The Airport, subsequently 
selected a new DBE consultant, to be paid $250,000 per year, whose primary duties will 
entail reporting DBE participation to the Airport Board and the FAA.  The Airport has 
utilized the cost savings to increase staffing in its DBE Compliance Office by four 
additional personnel. 
 
• Scope of National Investigations by the OIG 
 
As of November 1, 2003, the OIG has 40 ongoing DBE investigations in 19 states 
involving contractors allegedly engaged in defrauding DOT’s DBE program.  From 
Fiscal Year 1999 to present, DBE fraud investigations have resulted in 40 indictments, 
29 convictions, and $10.7 million in fines and other monetary recoveries. 
 
The above summary may provide some direction in evaluating your own DBE program.  
The complete OIG Audit can be received from the following web address: 
 
http://www.oig.dot.gov/item_details.php?item=1206 


